 Ethnic minority individuals constitute a large and growing share of the UK population: they were 7% of the Minorities are disproportionately more concentrated in London than white natives.  All minorities experience a lower employment rate than white natives. They also tend to have lower wages, if we control for their regional distribution and education. However, there are considerable differences between ethnic groups.  Second generation ethnic minority immigrants tend to be better educated than their parents' generation, and better educated than their white native peers. The relative improvement in education between the parent-and descendent generation is far larger for ethnic minorities than for white natives. Still, British born ethnic minorities are less likely to have jobs and earn on average lower wages, if they had the same characteristics than their white British born peers.  Minority children experience achievement disadvantages before starting school. These disadvantages are reduced considerably during compulsory schooling, and turn into substantial advantages for some ethnic groups at the end of compulsory schooling.
Introduction
According to the 2001 Census, the percentage of non-white individuals (which include both ethnic minorities and individuals of mixed ethnicity) in the British population was 8.1% (or 4.6 million), up from 5.5% (or 3 million) in 1991. While a precise assessment of the current size of minority population will be possible with the 2011 Census, the Labour Force Survey (LFS) shows that in the third quarter of 2009, about 11.7% of the working age population (16-64 for men, 16-59 for women) was non-white.
British born descendents of ethnic minority immigrants represent an increasing share of the ethnic minority population in the UK. According to the LFS, in 1991 25.2% of the individuals in working age who identified themselves as members of an ethnic minority group were born in the UK. This share has increased in 2001 to 35% and in 2009 to 36.6%.
How do Britain's ethnic minorities perform in the labour market? Do those who are born in Britain outperform their parents, and are the same relative disadvantages across groups that are visible in the parent generation transmitted to descendents who are born in Britain? How do British and foreign born ethnic minorities perform compared to their British born white peers? How does educational achievement at an early age develop in contrast with white majority individuals, and how does it translate into wages and employment? This chapter provides answers to these questions.
It is an assessment of how the economic performance of ethnic minorities relative to the white native population has changed over the last decade. If not otherwise specified, the figures reported in this chapter have been computed from the UK LFS. We start, in section 2, with a description of the size and geographic distribution of the minority population in the UK. In section 3 we concentrate on the relative economic performance of minorities, and its evolution over time. We then focus on second generation immigrants: section 4 presents an intergenerational comparison of education, employment, and wages of different ethnic minority groups born in Britain to their parents' generation, and to equivalent groups of white native born individuals. Section 5 investigates the early stages of educational attainment of British born minority children: it analyses the evolution of the attainment gap between white British born and ethnic minority pupils throughout compulsory schooling.
Ethnic minorities in Britain
Large scale immigration of individuals of ethnic minority descent to Britain started after the Second World War. Today, the six largest ethnic minority groups in Britain (in descending population size) are Indian, Pakistani, Black Caribbean, Black African, Bangladeshi and Chinese. These groups differ in the timing of their arrival. While the majority of immigrants from the Caribbean arrived in the period between 1955 and 1964, the main time of arrival of Black African, Indian and Pakistani was between 1965 and 1974 (Peach, 1996 . The 2001 Census counted 565,876 Black Caribbean, or 1.0 percent of the total UK population and 12.2 percent of the ethnic minority population. Black African migration to Britain increased since the immediate post-independence period of the 1960s, with a marked increase in the number of Africans traveling to Britain for higher education and technical training. Large scale labour migration from India to Britain took place mainly in the 1950s and 1960s. Indians were -according to the 2001 UK Census -the largest ethnic minority group making up about 22.7 percent of the minority ethnic population and 1.8 percent of the total UK population. Bangladeshi arrivals were later, and peaked in the period 1980-84. The Chinese form the smallest ethnic group. Since the 1980s, there has been a resurgence of immigration from mainland China, consisting mainly of students and scholars arriving in Britain, and staying on after completing their education. We summarise some of these trends in Figure 1 , which reports (for the period 1979-2009) the evolution of the share of foreign born individuals of all ethnicities in the working age population, the share of white foreign born, the share of ethnic minority foreign born (excluding individuals with mixed ethnicity), and the share of ethnic minority native born.
All the lines in the figure show a clear upward trend. The share of foreign born in the working age population almost doubled between 1979 and 2009, increasing from 7.3% to 14.4%. Almost a third of this increase was due to the growth of ethnic minority foreign born individuals, whose share in the working age population increased from 2.8% to 5%. Most of the remaining change was due to the increase in the share of white foreign born (from 2.4% to 6.8%) 1 . However, the graph also outlines the dramatic growth in the share of British born ethnic minorities (self-defined) in the working age population, which increased tenfold 1 The remaining change is explained by an increase in immigrants of mixed ethnicity. over the observation period. While in 1979, only 0.3% of the working age population was composed of British-born ethnic minority individuals, this share is 1% in 1990, 1.8% in 2000, and 2.9% in 2009. Figure 2 displays information on the evolution in the shares of working age first generation ethnic minority immigrants and ethnic minority individuals who are born in Britain for the six largest non-white minority populations (Black Caribbean, Black African, Indian, Pakistani, Bangladeshi and Chinese). Panel A of Figure 2 shows a significant downward trend in the share of first generation Black Caribbean, due to return migration after retirement, onward migration to North America as well as to a fall in inflow rates over time. Black Caribbean have also the highest share of British born descendents relative to all other ethnic groups until 1997, which is not surprising, given their earlier arrival in Britain. The remaining panels show that other ethnic minority groups have markedly different trends. First generation Indian immigrants, the single most numerous ethnic group over the entire period, are a more or less constant share of the working age population (Panel C). In contrast, first generation immigrants of all other ethnic groups exhibit a clear upward trend, particularly so for Black Africans (Panel B), but also sizeable for those of Indian (Panel C) and Pakistani (Panel D) descent. Bangladeshis (Panel E) and Chinese (Panel F) form the smallest groups among both first and second generation, which is explained partly by their later arrival in Britain compared to the other ethnic minority groups. Overall, these figures suggest a considerable increase in the fraction of ethnic minorities, both foreign born and British born, on the British population over the last three decades.
Interesting is the geographic distribution of ethnic minorities, which differs quite dramatically from that of the British born whites. Further, their regional distribution is relatively stable over time. Table 1 reports the geographic distribution of white natives and ethnic minorities over nine English regions, Wales, and Scotland 2 in 1979-1983, 1989-1991, 1999-2001, 2007-2009 (we had to pool several years to increase the sample size). In all years ethnic minorities are four to five times more concentrated in London than white natives. They also tend to cluster in the West Midlands more than white natives, although the difference is not as large as in London. The share of individuals from an ethnic minority group living in London has increased over time from 43% in 1979-1983 to 47.6% in 1999-2001 , and slightly decreased again to 42.5% since 2007. Over the same period, the share of white natives living in London has steadily decreased from 10.6% to 8.2%.
Labour market performance of ethnic minorities
How do individuals belonging to a minority group perform on the labour market, relative to white natives, and has this relative performance changed over time? In this section we address this issue comparing the probability of employment and wages of minorities and of white natives 3 . Table 2 reports the difference in employment rate (defined as the ratio of employed individuals to the working age population) for men and women between white natives and each of the six minority groups,
2
We have defined the regions based on the variable uresmc in the LFS. Because of the small sample size in some regions, we have grouped together "Tyne & Wear" and "Rest of Northern Region" into "North"; "South Yorkshire", "West Yorkshire" and "Rest of Yorkshire & Humberside" into "Yorkshire"; "Inner London" and "Outer London" into "London"; "West Midlands (met county)" and "Rest of West Midlands" into "West Midlands"; "Greater Manchester", "Merseyside" and "Rest of North West" into "North West"; "Strathclyde" and "Rest of Scotland" into "Scotland". See also Wadsworth (2003) for an earlier assessment of this topic.
net of seasonal effects, in 1993, 2000, and 2009 4 . The last row reports the employment rate of white natives. The employment rate of ethnic minority men and women is generally lower than those of white natives. The only exception are Indian men in 2009, whose employment rate is not significantly different from those of white natives. Even in earlier years, Indian men are the least disadvantaged group: their employment rate is six percentage points lower than white natives in 2000 and eight percentage points lower in 1993. By contrast, Pakistani and Bangladeshi men are significantly disadvantaged relative to white native men in all years, although the gap is reducing over time. In 1993 Pakistani (Bangladeshi) men were 24 (27) percentage points less likely to be working than white natives, while in 2009 the difference reduces to 10 (7) percentage points. The employment rate among Pakistani and Bangladeshi women is between 43 and 53 percentage points lower than among white native women in all years, although the gap is slightly decreasing in the most recent year. Interestingly the employment differential with respect to white natives is in all years smaller for Black Caribbean women than for Black Caribbean men. We display in Table 3 the percentage difference in average hourly wages between white natives and ethnic minorities for the same years, and we again distinguish between men and women. In Panel A) we only control for seasonality However, we have shown above (see also Table 1 ) that ethnic minorities are much more concentrated in London than white natives, where wages (and prices) are higher than the rest of Britain. It is therefore important to control for the regional distribution when computing average wage differentials. Panel B of Table 3 shows that, after controlling for the regional distribution, wage differentials become negative and significant for almost all ethnic groups and years. The exception are Chinese women, who do not display any significant wage difference with respect to white natives, and the Indian minority, that has a negative wage differential only in 2000 (and in 1993 for women only), and a positive differential for women in 2009. Finally, in Panel C we show wage differentials after accounting for the differences in age and education structure. In this case, almost all groups exhibit negative and sizeable wage differentials in every year, with Bangladeshi men having the highest wage disadvantage (-45%) in 2009. Thus, Britain's ethnic minority population, if having the same age-and education structure, and the same regional distribution than native whites, would experience large and significant wage disadvantages. This is particularly so for males.
Intergenerational comparisons
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To obtain the numbers in the table, we have run for every year reported regressions of a dummy variable for employment on quarter dummies, and ethnicity dummies (whose coefficients we report). The technically interested reader can find more details in Dustmann, Frattini, and Theodoropoulos (2010) . 5 We use regression analysis (as explained in Dustmann, Frattini and Theodoropoolos, 2010) to net the figures of seasonal effects (in panel A), and additionally from regional and composition effects (in panels B and C).
Performance (and integration) of immigrant populations is a long-term process that spans multiple generations. One key question is then whether, and to what extent, the children of immigrants improve relative to their native born peers, and in comparison to the respective parent generations. In this section we compare the educational and labour market achievements of second-generation immigrants to those of their parents generation, relative to white natives.
a. Data and sample construction
Although the LFS classifies people according to their country of birth as well as their ethnicity, it does not collect information on the parental country of birth. In this section, we provide an attempt to assess the intergenerational mobility of Britain's ethnic minority populations, following and extending work by The LFS offers two measures of educational attainment, one based on the age at age at which the individual left continuous full time education, and the other based on educational qualification. However, since the variable coding educational qualifications does not record foreign qualifications, we base our analysis on the number of years of study. To obtain a measure of years of continuous full time education from the age at which individuals left full time education, we adjust for the different ages at which individuals start full time education in different countries and for changes in the starting age of full time education over time. We also make adjustments for the individuals who started full time education abroad or came to Britain before the starting age of primary school.
In figure 3 we present mean educational achievements of first generation immigrants and their descendents, measured as the age at which individuals leave school minus the school entry age, 7 and based on the cohorts we construct as described above. We also include the corresponding numbers for white native born reference groups.
In the figure, entries on the diagonal line indicate that educational attainment of the parent generation is equal to that of their descendents. For all groups, (including whites) entries are below the main diagonal, suggesting a higher educational attainment of the later cohort than of their parent generation. The vertical and horizontal lines that cross at the "white" entry define different areas, which compare the relative educational improvement from the parent-and the offspring generation of white British born with the relative educational improvement of British born minorities and their foreign born parent generation. All minority groups with entries in the upper right rectangular are groups where both the British born as well 6 See Dustmann and Theodoropoulos (2010) for more detail. Other than in their paper, we have increased the observation window for the two groups by 5 years.
7
For foreign born individuals we use the school entry age of their country of origin at the time they started full time education; see Dustmann and Theodoropoulos (2010) for details.
as their foreign born parent generation have higher levels of education. The grey lines through the entries are the confidence intervals, which indicate the precision of our measure 8 .
For the African and Indian, the parent generation has more years of full time education than the white British born reference group. The Chinese and Pakistani first generation groups are similar to whites, and the Caribbean and Bangladeshi have slightly lower years of full time education. More importantly, for all groups (except for the Caribbean), those who are born in Britain have more years of full time education than their white British-born peers. Furthermore, for some groups, the difference between the parent generation and the generation of their descendents is quite dramatic, and far larger than for British born whites.
Overall, the figure suggest that the descendents of British ethnic minority immigrants (born between 1963 (born between and 1975 (born between in Britain, and observed between 1998 (born between and 2009 ) have higher levels of full time education than their parents, and (except for the Caribbean) higher levels of full time education than their British born white peers 9 . Also, the difference between parent-and child generation is larger for all minority groups than for whites, with the exception of the Black Caribbean. That is quite remarkable, and paints quite a positive picture of educational attainments of Britain's ethnic minorities.
c. Employment
Do these educational advantages translate into employment-and wage advantages? In figure 3 we report a similar graph, but for employment differences between parent-and descendent generation. The way the graph is constructed is the same as before. 10 Other than before, the figures now suggest a marked disadvantage of ethnic minority individuals, with a large heterogeneity between the different ethnic groups. Most ethnic minority individuals in both first and second generation have markedly lower employment probabilities than their White native-born peers, with the largest differences for individuals from the Bangladeshi and the Pakistani communities. 11 Individuals of the most recent generation from all communities (including whites) have higher employment rates than their parents' generation, which reflects the higher average employment rate in the most recent period (77.3 percent of the individuals in our sample are in dependent employment in the second period vs. 74.4 percent in the first period). The only exception is Black Caribbean. For this group, the employment rate was higher than for whites in the first generation, but it is markedly lower in the second generation. The opposite is true for the Chinese 8 Formally, the confidence interval denotes the range of values within which the educational achievement of the whole population of interest lies with 95% probability.
9
It is also worth noting that among this recent cohort, 21% of the White have a University degree, versus 17% of the Black Caribbean, 47% of the Black African, 39% of the Indian, 27% of the Pakistani, 34% of the Bangladeshi and 54% of the Chinese.
10
Our measure for the overall economic activity of individuals distinguishes between paid employment, selfemployment, unemployment, economical inactivity as well as people on government schemes. We consider here only individuals in dependent employment, and exclude the self-employed (these are 7.2% of white natives and 6.1% of British born ethnic minorities respectively in year 1998 and for the 1963-1975 birth cohort) as well as those individuals on government schemes. The latter group is about 0.1%. We also drop all those individuals who were in full-time education at the time of the survey. We define an individual to be employed if he/she is in paid employment, as opposed to being economically inactive or unemployed.
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When we break these numbers down by gender it turns out that these differences are mainly driven by females, who in both the first and the second generation -have substantially lower employment probabilities than their male counterparts. See Dustmann and Theodoropoulos (2010) for details. community, while second generation Indians have an employment probability that is very similar to that of natives.
Thus, British born ethnic minority individuals, despite having more schooling, have lower employment probabilities than their British born white peers. Further, there is substantial heterogeneity in employment between the different minority groups.
d. Wages
We now turn to wages, and we concentrate here on the above-defined cohorts of British-born ethnic minorities.
12 Table 4 . The last two rows of Panel A suggest an overall wage advantage for British born ethnic minorities of 4.8 percent. Breaking this down by gender shows that British born ethnic minority males face a wage disadvantage of 2.7 percent, while British born ethnic minority females face a wage advantage of 13.3 percent. These figures may be driven by the educational advantage of ethnic minorities as well as by different regional distributions. The female wage advantage may also be partly explained by differently selective employment across the population provide evidence for more selective workforce participation among minority females). Thus, in Panel B we also control for the age and education structure. The last two rows of Panel B suggest that the wage advantage observed in Panel A turns into an overall wage disadvantage once controlling for the age and the education of the individual. Breaking down the results by gender, we see that for males, the wage disadvantage has increased by 8.9 percentage points, whereas the wage advantage of ethnic minority females has decreased by 8.2 percentage points. In Panel C we control -in addition -for differences in the geographic distribution. The overall wage disadvantage increases further for males, whereas for females, the wage advantage disappears. Interesting is also that -for males -there is now a wage disadvantage in each ethnic group. Thus, these numbers suggest first that male and female British born ethnic minorities differ in the wage position, in comparison to their white peers: While male ethnic minority individuals earn slightly lower wages than their white counterparts, females earn -on average -substantially more. However, once we keep educational attainment and regional allocation the same for the two groups, the female advantage disappears, and the male disadvantage increases substantially. Thus, male British born ethnic minorities who have the same education and age structure, and the same regional distribution than their British born white peers, earn substantially lower wages.
Performance at school
In the previous sections, we provide analysis of British born ethnic minorities in the labour market, and report their educational overall attainment. With respect to the latter, we reported quite considerable 12 We compare only British born ethnic minorities with white natives as the LFS did not collect information on earnings prior to 1992. 13 We use regression analysis for eliminating time, regional and compositional effects from average wages (reported in Panels B and C). See Dustmann, Frattini, Theodoropoulos (2010) for details. educational advantages of British born ethnic minorities. In this section we investigate the attainment gap at a very early stage: between the age of 5 and 16, and through key stage 1 to 4. We draw here on research by Dustmann, Machin and Schoenberg (2010) . We analyse the evolution throughout compulsory school.
How does the achievement of White British children differ from that of children from ethnic minorities just before the start of school, at the age of 5? Table 5 ( 15 According to all tests, white British pupils outperform ethnic minority pupils, which is in contrast with the overall educational advantage of ethnic minorities at working age shown in Table A . According to the Vocabulary Naming Assessment, scores of all ethnic minority children are at least 42% of a standard deviation lower than those of White British children; for non-Caribbean blacks, Bangladeshi, and Pakistani children, the gap is larger than 1 standard deviation. Achievement gaps are substantially smaller for the Picture Similarity and Pattern Construction Assessment. There is again substantial heterogeneity across ethnic groups: While the achievement gap is at least 30% of a standard deviation for Black Caribbean, other black (Pattern Construction Assessment), Pakistani and Bangladeshi children (Pattern Construction and Picture Similarity Assessment), it is insignificant or even positive for Indians, Chinese and other ethnic minority children -although these groups considerably lack behind in the Vocabulary Naming Assessment. Does the disadvantage of minority children remains constant throughout the school curriculum? Figure 5 plots the English (Panel A) and Mathematics (Panel B) test score gaps at the end of 2nd grade at the age of 6/7 (Key Stage 1), at the end of 6th grade at the age of 10/11 (Key Stage 2), at the end of 9th grade at the age of 13/14 (Key Stage 3) and at the end of compulsory schooling at the age of 15/16 (Key Stage 4). Information on test scores at each key stage comes from the National Pupil Database (NPD) for years 1998-2007, and has been matched with information from the Pupil Level Annual School Census (PLASC), which has information on pupils' background and ethnicity. Note that these gaps are not comparable to those at age 5, which we report in the previous table: they refer to a different cohort of children, born about 10 years earlier than the children in the MCS, and the achievement outcomes are not directly comparable. However, a certain pattern is visible. Ethnic groups that performed poorly in the Pattern Construction Test at age 5 (i.e. Black Caribbean, Black other, Bangladeshi, and Pakistani) tend to perform poorly, while groups that performed well at age 5 (i.e. Indian, Chinese and other background) tend to perform somewhat better, in the Key Stage 1 English and mathematics exams. Do achievement gaps between White British and ethnic minority pupils widen or narrow throughout primary and secondary school? Figure 5 shows that through primary school, from Key Stage 1 to Key Stage 2, most ethnic minority groups catch up, or in the case of Chinese and Indian pupils, even overtake White British pupils, in both English and mathematics. The catch-up (or overtaking) is most striking for Bangladeshi and Chinese pupils, for whom the gain exceeds 20% of a standard deviation. The only group for which we do not observe a narrowing of the achievement gap in primary school is Black Caribbean pupils. For this group, both the English and mathematics test score gap widened by about 6% of a standard deviation over a 4 year period. Does the catch-up (or, in the case of Black Caribbean pupils, the fall back) of 14 Test scores have been standardised to have mean 50 and standard deviation 10. the achievement gap continue through secondary school? The widening of the achievement gap between White British and Black Caribbean pupils appears to have stopped, as the English and mathematics gap at the end of primary school at Key Stage 2 and at the beginning of secondary school at Key Stage 3 is roughly the same. All other groups continue to catch up or, in the case of Chinese pupils, pull away from White British pupils throughout compulsory schooling. All groups, including Black Caribbean pupils, experience particularly large gains between Key Stage 3 and Key Stage 4. At the end of compulsory schooling, Indian and Chinese pupils outperform White British pupils by more than 30% of a standard deviation in both English and mathematics. All other ethnic minorities perform slightly worse on average than White British pupils, where Black Caribbean pupils lag behind most. Dustmann, Machin and Schoenberg (2010) investigate different reasons for the evolution of the achievement gap between the different minority groups, and white natives. They conclude that language spoken at home is the single most important factor to explain why most ethnic minority groups have a considerable disadvantage at school entry, why most ethnic minority pupils improve relative to White British pupils, and why Black Caribbean pupils make smaller progress than any other ethnic group. Ethnic minority pupils go to schools with higher minority shares than their white counterparts, with higher shares of classmates eligible for free meals, and with lower average achievements of classmates, although these differences decline over the school curriculum. Dustmann, Machin and Schoenberg (2010) also show that, while the largest part of the relative improvement of ethnic minority pupils takes place within schools, a substantial part of the improvement takes place at the transition from primary to secondary school, and between schools.
Conclusion
In this chapter we investigate the educational and labour market performance of Britain's ethnic minority individuals in comparison to their British born white peers. The most important findings can be summarised as follows:  British white born and ethnic minority individuals have a distinct regional distribution. In particular, minorities are disproportionately more concentrated in London than white natives.  All minorities experience a lower employment rate than white natives. They also tend to have lower wages, if we control for their regional distribution and education. However, there are considerable differences between ethnic groups.  Second generation immigrants tend to be better educated than their parents' generation, and better educated than their white native peers. The relative improvement in education between the parent-and descendent generation is far larger for ethnic minorities. Still, these British born ethnic minorities are less likely to have jobs and earn on average lower wages, if they had the same characteristics than their white British born peers.  Minority children experience achievement disadvantages before starting school. These disadvantages are reduced considerably during compulsory schooling, and turn into substantial advantages for some ethnic groups at the end of compulsory schooling.
Thus, British born ethnic minorities, despite their initial disadvantage in the British education system, perform remarkably well in terms of their educational achievements, catching up continuously throughout the British compulsory school system, and achieving higher shares of college education than their British born white peers. We should note however that there is a considerable heterogeneity between the different minority groups.
Despite their educational success, their employment probabilities are lower than those of whites, and for some groups dramatically so. Further, while for the same educational achievements, and the same regional allocation, wages for White and ethnic minority British born females are about the same, males experience a wage disadvantage of about 16 percent. It should be interesting for future research to analyse the reasons for this disadvantage as well as for the heterogeneity between genders and ethnic groups. .7
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